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I am pleased to forward this 1973 Financial Report for the fiscal year 
which ended June 30, 1973. 

The various financial schedules conform with the recommendations of 

the National Association of Business Officers manual and the American 

Institute of Certified Public Accountants audit guide. The editorial copy 

concentrates on an analysis of the impact of Retrenchment and 

Reallocation and on sources of cost increases. 

As in the past, the accounts of the University have been audited on 

a regular basis by the Public Examiner. His report is transmitted 

separately to the appropriate University and State officers. 

James F. Brinkerhoff 

Vice President 

Finance, Planning and Operations 





GENERAL 
D VELOPMENTS 

Ret enchment and 
Reallocation 

The fiscal year that ended June 30, 1973, was an 
important one in terms of the budget and financial 
operations of the University. This was the year the 
University initiated a comprehensive and systematic 
method of program review designed to produce highly 
selective budget adjustments and to effect redistribution 
of funds to priority programs. 

This year 's Financial Report, then , is particularly 
important because it presents the first opportunity to 
measure actual expenditures against the original goals 
of the " Retrenchment and Reallocation " program. 

As stated in last year 's report , Retrenchment and 
Reallocation became necessary even though legislative 
appropriations and other support increased for the 
year, because salary increases and costs of plant 
maintenance and other expenses totaled more dollars 
than were available for them. Consequently, differential 
cuts had to be made. The monies freed up were 
directed toward meeting necessary expenses and 
toward funding high priority programs throughout the 
University. 

One of the ways to best understand this situation is 
to examine the increases in restricted and unrestricted 
revenues. Basic operating expenses come primarily 
from unrestricted funds. Total restricted and 
unrestricted revenues available for educational and 
general expenses were up significantly from $241.4 
million to $264.1 million in 1972-73, an increase of 
$22.7 million . However, if we compare the increases in 
restricted and unrestricted revenues, we find that 
unrestricted revenues for educational and general 
purposes increased from $120 .7 million to $128.3 
million , while restricted revenues increased from $120.7 
to over $135.8 million , a $15.1 million increase-almost 
double the $7.6 million increase in unrestricted funds. 
Stated simply, two out of three new dollars coming to 
the University were already earmarked for specific use, 
such as federal funds for research, and were by 
definition unavailable to meet increased general 
expenses. 

Significant to note also is the fact that the 1972-73 
figures show-for the first time--a larger total for 
restricted than for unrestricted revenues, a fact causing 
much concern because it clearly demonstrates a trend 
of decreasing flexibility in the operations of the 
University and their financing. 
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Effects of 
Reallocation 

Management Planning and 
Information Services 

Seen from the side of expenditures, the Retrenchment 
and Reallocation program had quite visible effects. 
While total expenditures increased by about 13 
percent, expenditures within broad categories rose at 
rates that varied interestingly. Expenses for ad
ministration and sponsored research increased by 12 
percent and 12.5 percent respectively , rates below the 
overall increase. {The slower rate of increase for 
administration was, of course, intended .) Expenditures 
for departmental instruction, however, rose by 15 
percent, some two percentage points higher than the 
overall rate, due to the channeling of retrenched funds 
into this priority category . Similarly , physical plant 
expenditures rose by 19 percent, over six percentage 
points higher than the general increase, testifying to 
the continuing trend of significant increases necessary 
for physical plant maintenance and operation as well 
as reflecting the costs of maintenance of new facilities 
that opened during the year. 

These figures demonstrate that the Retrenchment and 
Reallocation program was quite successful in effecting 
a redistribution of funds toward essential and priority 
operations. 

Management Planning and Information Services (MPIS) 
continued to play an important role in recommending 
both how available dollars should be spent and in 
developing more accurate data on the sources of cost 
increases. Refinement of data on student costs in 
various programs allowed the University to present 
this information to the Legislature in support of 
its requests. It also led to an administrative 
recommendation that tuition increases be made 
differential so that students in high-cost programs 
would pay more of their share of instructional costs, 
and students in low-cost programs such as lower 
division CLA would face only modest tuition increases 
beginning in the fall of 1973. Under this recommen
dation, tuition increases varied from 6 to 69 percent. 
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Shifting Sources 
of Support 

Income by Source 

Expenditures by Function 

Student Aid 
3.2% 

Shifts in relative percentages of support again 
occurred in the 1972-73 fiscal year. Perhaps most 
significantly, federal support returned to its 1970-71 
level of 19.2 percent, a 1.3 percentage point increase. 
However, this was counterbalanced by a 1.3 
percentage point decrease in state support, which 
dropped from 34.3 percent to 33.0 percent. Thus the 
total proportion of governmental support remained 
constant at 52.2 percent. (It should be noted that 
while 1.3 percent may seem like an insignificant 
amount, this represents over $4 million , since the total 
budget is approximately $315 million .) 

University sources, which include income from 
University Hospitals and auxiliary services, tuition , and 
private support, accounted for the remaining 47.8 
percent . Private support again increased, rising from 
7.2 percent to 7.5 percent of the total. University 
sources, on the other hand, declined by .3 percent, 
from 40.6 percent to 40.3 percent. 

The increase in private support is the most 
encouraging trend in terms of shifting sources of 
revenues. 

The University moved into the top 20 institutions of 
higher education in total private support for the first 
time in the 1971-72 year. This progress reflects the 
extensive work that is being done at the University to 
increase private gifts and grants. (The University's rank 
in private support for the 1972-73 fiscal year will not 
be known until sometime next year.) 

Despite the bright spot represented by increased 
private support, the year was one of continuing 
financial concern for the University. The question of 
how the University can maintain the quality of its 
programs in a period of serious financial constraint 
seems still largely unanswered. Private support may 
well prove to be one key. Another may be in a 
combination of selectivity and productivity. 



THE YE R IN REVIEW 

Enrollment 

Sources of 
ost Increases 

Estimated Yearly lnstructi nat Expenditures 
Per Full-Time Student 
(State Funds and Tuition Only) 

Level Cost 

Low r Division $1559 

Upp r Division 2394 

Graduate 3599 

Graduate- Pr fessional 5507 
Includes gradual students 
in professional related areas. 

echnical 3650 

Enrollment in the fall of 1972 continued to level off, 
declining slightly from 1971 . Fall quarter head-count 
enrollment was 49,929 compared with 51,449 in 1971. 
These figures do not include the thousands of 
additional students enrolled in Continuing Education 
and Extension classes or Summer Session. 

With enrollment decreasing , why , then, do costs 
continue to rise so rapidly? 

The University can isolate several important and 
interrelated factors. 

(1) There is the fact that education is a service 
intensive enterprise. In industry, increases in cost are 
partially offset by increases in productivity made 
possible by automation or other innovations. Education 
has not developed methods of accomplishing similar 
increases in productivity except to increase class size. 
But much teaching cannot be handled effectively in 
large lecture situations ; it requires personal interaction 
and even one-to-one contact. This is especially true 
of education at the graduate or professional level 
-areas in which the University is doing an increas-
ing amount of its instruction. 

(2) Inflation is a factor that is closely related to the 
fact that education is service intensive. The higher the 
rates of inflation, the more profound the impact of 
this first factor . As inflationary pressures increase, 
pressure to increase salaries also grows. The higher 
the inflation, the higher the salary increase must be. 
So the University, with about two thirds its costs in 
salaries, is hit hard by inflation. Production line 
industries can offset costs of inflation by production 
increases and are thus not as hard-hit by periods of 
high inflation. 

(3) The University must maintain its programs, 
regardless of slight drops in enrollment. Institutions of 
higher education are now faced with the opposite of 
the situation they faced during periods of growth when 
they achieved economies of scale. A simple illustration 
can show what is involved. As enrollment generally 
increased, a class section might increase from 20 to 
25 students with the only cost increase being that of 
processing the additional records. The instructor's 
salary and most costs remained constant, while tuition 
income and Legislative appropriations, which were 
usually tied closely to enrollment, increased about 25 
percent. Now the process has reversed. The class 
section is dropping from 25 to 20 students, with a 
decline in tuition income of 20 percent and 
widespread pressures to decrease appropriations to 
institutions of higher education by a straight arithmetic 
formula. But costS-because of inflation and salary 
increaseS-continue to rise while the sources of in-
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Five-Year Head-Count Enrollments 
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Lower Division 

Upper Division 

Graduate 

Professional 

Adult Specials 

Technical• 

1968 1969 1970 

• At the Crookston and Waseca Technical Colleges. 

1968-1972 

1971 1972 

come decline. Hence the budgetary crunch that exists 
for many institutions of higher education. 

And because University programs are frequently highly 
specialized and unique, class sections usually cannot 
be combined. The maximum flexib il ity in this situation 
is in lower division instruction, where perhaps 20 
sections of a fundamental course can be reduced to 
16 to compensate for decreased income. But if the 20 
sections are all separate and unique programs, there 
is no way to decrease the number except to eliminate 
curricular offerings. Rather than being able to eliminate 
programs, the University is more often forced to add 
new offerings, simply because the growth in knowledge 
continues at a rate that can only be termed 
explosive. 

This is the basic funding dilemma faced by most 
institutions of higher education at this time, particularly 
by institutions that offer high percentages of graduate, 
professional, and unique educational programs where 
flexibility is minimal. 

Head-Count Enrollment Fall1972 

College of Liberal Arts 16,687 
Institute of Technology 3,559 
General College 2,816 
College of Education 2,523 
Institute of Agriculture 3,055 
College of Biological Sciences 428 
University College 262 
College of Business Administration 1 '166 
Duluth 5,341 
Morris 1,763 
Crookston 660 
Waseca 320 
Graduate School 7,588 
Health Sciences: 

Medical School 842 

School of Nursing 353 
School of Dentistry 484 

Dental Hygiene 128 

College of Pharmacy 340 

Other Programs 605 

College of Veterinary Medicine 260 

Law School 749 

Total 49,929 



Summary of 
Re enue Sources 

Inflation, isolated as a single factor , has had a 
profound impact on the total University budget. During 
the period from 1968-69 to 1972-73, the Univers ity 
budget has increased from $213.9 million to $315.3 
million, an increase of $101.4 million. This amounts to 
a startling 47.4 percent increase in only five years. 
But if the dollars are deflated to 1968 levels so that 
real growth can be measured, the budget has grown 
to only $252 .2 million, an increase of $38.3 million or 
17.9 percent. 

The graph below details the impact of inflation. 

Total University Budgets 
1968-73 

Actual and Deflated to 1968 Dollars 
(Based on consumer price index) 

Millions$ 

320 

310 

300 

290 

280 

270 

260 

250 

240 

230 

220 

210 
213.9 

200 
68-69 69-70 70-71 71-72 72-73 

Total income for 1972-73--exclusive of funds for 
construction projectS--rose to $315,288,676 from 
$287,847,857 the previous year, a $27.4 million 
increase, or approximately 9.5 percent. 

The largest dollar increase came from University 
sources, which include tuition and income from 
University Hospitals and from housing and food 
services. Income in these categories rose from $117.0 
million to $127.2 million , an increase of $10.2 million. 
The largest part of this increase came from hospitals, 
auxiliary services, and sales and services of educa
tional departments, whose income rose from $50.3 
million to $57.0 million, a $6.7 million increase. Tuition 
income rose by approximately $1 million despite the 
slight enrollment decline already reported. 
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Summary of 
Expenditures 

The State Appropriations for general operations and 
maintenance rose from $98,729,666 in 1971-72 to 
$104,034,146 in 1972-73, an increase of $5.3 million or 
5.4 percent. This lower rate of state revenue increase, 
compared to·the overall revenue increase of 9.5 
percent, explains why the state perrentage share of 
total funding dropped from 34 .3 to 33.0 percent. 

The largest percentage increase came in federal 
support, which rose from $51 .5 million in 1971-72 to 
$60.5 million , an increase of $9.0 million or 17.5 
percent. This dramatic reversal of the decline in 
federal support noted last year was an encouraging 
sign , but there are indications that it may not be 
sustained . 

Also encouraging were the increases from other 
sources, including gifts, grants, and endowment income. 
Total revenues in these categories rose to $23,593,643 
from $20,611 ,401 in 1971-72, an increase of $3.0 mill ion 
or 14.6 percent. This is the result of increased gifts 
from corporations, foundations, and individuals. In 
the last three years, this category of support has risen 
from $15.1 million to $23.6 million , a 57.8 percent 
increase. The Office of Development continues 
to coordinate and direct this concerted effort to 
increase private support to ensure and enhance the 
University's margin of excellence. 

Total cash expenditures for current operations for 
1972-73 rose by almost $35 million, from $271 ,636,002 
in 1971 -72 to $306,543,940, an increase of 12.8 
percent. The difference between the total income 
($315.3 million) and the total expenditures ($306.5 
million) reflects the University's use of a cash flow 
and encumbrance accounting system. That is, 
encumbrances are not treated as expenditures until an 
invo ice is paid . The decrease in this difference, from 
$16.2 million in 1971-72 to $8.7 million in 1972-73, is 
due to decreases in the volume of encumbrances, 
transfers between operating and other fund groups, 
improved payment schedules, and accrual of expenses. 

A large part of the $8.7 million this year is accounted 
for in transfers of funds out of current funds ac-
counts . For example, funds were transferred from 
auxiliary funds to plant funds for debt service and 
deferred maintenance. 

Regarding routine expenditures, the largest increase 
came in the general educational expenditure, which 
rose from $173.9 million in 1971-72 to $209.0 million 
in 1972-73, an increase of $36 million or 20.7 percent. 
This large increase also resulted in an increase in the 
total percentage of funds expended in this category, 
which rose from 69.6 percent to 70.1 percent of the 



INCOME 

University Sources 

State Appropriations 

Federal 

Other 

Totals 

total budget. The large increase 1n th1s category 
reflects the intent of the Retrenchment and Reallocation 
program , which was to free up all available funds to 
meet basic expenses and to fund prtortty programs. 

Of the funds expended in the general educational 
categories , the most significant increases came tn 

departmental Instruction and research . This rose from 
$83.2 million to $95.6 million , a $12.6 million increase 
or, as noted above, about 15 percent. 

Total University Budgets 1968-7" 
(In millions of dollars) 

1968-59 1969-70 1970-71 1971 -72 1972-73 

1968-69 196 -70 1970-71 1971-72 1972-73 

EXPENDITURES 

$ 86.1 $ 6 .0 $1 05.1 $1 17.0 $127.2 

General Educat1onal $135.1 $159.7 - $180.7 $188.7 $214 .9 

Auxiliary Serv1ces 36.8 

68.3 90.4 98.7 104.0 

Research 39.3 38.0 38.4 39.8 45.0 

60.5 Stud ent A1d 5.0 6.2 8.0 8.4 9.9 

Encumbran ces, 
Transferra ls 

23.6 
& AdJUStm ents 6.2 7.2 4.5 16.2 8.7 

$213.9 $2 2.4 $264.3 $287.8 $315.3 Tota ls $213.9 $242.4 $264.3 $287.8 $315.3 
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Physical plant operations expenditures also increased 
dramatically, rising from $16.8 million to $20.0 million 
in 1972-73, an increase of $3.2 mill ion or 19 percent. 
The previous year, plant operation costs rose at a 
much slower rate, increasing by only $1.1 million or 7 
percent. The more rapidly increasing rate was due to 
a number of factors, the chief one being the number 
of new buildings brought into operation during the year. 
Also included in this accounting are carry-forward 
costs from the previous year. Rising fuel and materials 
costs and labor cost increases also added to the 
accelerating rate of increase. Costs increases in these 
categories continue to be a major factor in increased 
educational costs. In January 1973, the University 
estimated in its legislative request that an additional 
$6.8 million would be needed in the next two fiscal 
years to cover rising plant operation costs. 

Sponsored research expenditures (excluding budgeted 
departmental research) rose from $39.8 million to $45.0 
million, an increase of $5.2 million or over three times 
the previous year's increase. 



Sponsored Research 196 -1973 
Source of Income 
(In millions of .t t 

1968-69 196 -70 

Source 

Federal $28.2 $2 .4 

Gift 3.7 

State 3.1 

Endowed .4 

Totals $35.4 $38. 

Sponsored Research 1968-1 73 
Expenditures by Area 
(In millions of dollars) 

1970-71 1971-72 1972-73 

$28.7 $29.2 $32.6 

4.1 4.7 5.3 

.4 .4 .5 

$38.4 $39.8 $45.0 

1968-69 196 -70 1970-71 1971-72 1972-73 

Area 

Health Sciences' $16.5 $1 .8 $16.6 $18.4 $20.9 

Technological' • 

Other Academic 5.0 57 6.8 6.9 9.0 

Agricultural 4.2 49 5.4 5.7 6.0 

Totals $35.4 $38 0 $38.4 $39.8 $45.0 

"lnctuaes Medical Scnoot, ve1enna~y ea'"' .,.,, r-11urnwLy, zsnu ut1r.11stry 

·'Includes l11stitute of Techrology and pace SCience Ce~ter 

Sponsored research expenditures increased in all 
categories. The largest dollar increase again came in 
the health science areas, in which expenditures rose 
from $18.4 million to $20.9 million , a $2.5 million or 
13.6 percent increase. Almost as large an increase 
came in general research programs expenditures, 
which rose from $6.9 million to $9.0 million, a $2.1 
million or 30.4 percent increase. Other research pro
grams had slight increases. Research expenditures 
in technological areas reversed the drop from the 
previous year, rising by $0.4 million to $9.1 million. 
However, this is still $0.6 million below the 1968-69 
level and does not take into consideration the 
dramatic inflation that has occurred during this five
year period. 

The major revenue increases to support these higher 
levels of research came in two areas-federal and 
private monies. Federally supported research 
expenditures increased by $3.4 million or 11.6 percent, 
while privately supported research expenditures rose 
by $1 .1 million or a full20 percent. 

Auxiliary service expenditures again rose, from $34.7 
million in 1971-72 to $36.8 million in 1972-73. 

This $2 .1 million increase in auxiliary service 
expenditures, amounting to 6.0 percent, was due in 
large part to inflation on goods and services pur
chased and to wage increases. 

Student aid expenditures rose from $8.4 million to 
$9.9 million, a $1.5 million or 17.9 percent increase. 
This was almost four times the increase for the pre
vious year in the student aid category. 

A part of this increase was due to special legislative 
appropriations and the reallocation of funds into this 
category to meet rising student needs. 

Detail of Expenditures for S 

1972-73 1971-72 
Technological Areas 

Institute of Technology $ 9,117,881 $ 8,540,897 
Space Science Center 240,487 

Health Sciences Areas 
Health Sciences 20,930,769 17,850,277 
College of Veterinary Medicine 426,793 507,344 

Agricultural Areas 
Institute of Agriculture 6,013,763 5,744,938 

Other Academic Areas 
College of Liberal Arts 1,839, 781 1,768,607 
College of Biological Sciences 1,398,607 1,188,376 
College of Education 1,685,220 1,312,282 
College of Business Administration 157,080 347,956 
Duluth 416,338 176,915 
Graduate School 1, 728,361 1,561,033 
Other Units 1,285,000 543,585 
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BALANCE SHEET 
Assets 

June 30, 1973 June 30, 1972 

UNRESTRICTED: 
Cash and Temporary Investments (1) $ 10,642,100 $ 19,507,363 
Contingent Fund 270,000 170,000 
Insurance Premium Deposits 2,574,311 
Accounts Receivable 20,173 40,000 
State Appropriation Receivable 6,908,518 
Stores Inventory 150,000 150,000 

Permanent University Fund -
Investment Income Receivable 420,839 568,290 

TOTAL UNRESTRICTED 20 9 941 20 3 5 

----
RESTRICTED: 

Cash and Temporary Investments (1) 8,362,164 16,060,685 
Contingent Fund 85,000 60,000 
State Appropriation Receivable 1,400,676 
Accounts Receivable - Hospital 366,995 422,260 -----
Postage Inventory 31,942 21 ,461 
Group Income Pool Investments (2) ---- ---- 6,225,000 
Jobs in Process 834,753 1,048,774 
Insurance Premium Deposits 3,932,108 

Group Investment Fund-
Accrued Interest Receivable 268,381 268,285 

TOTAL RESTRICTED ,57 011 21 81 

AUXILIARY SERVICES : 
Cash and Temporary Investments (1) 585,847 7,341,491 
Contingent Fund 25,000 25,000 -----
Group Income Pool Investments (2) 6,490,000 
Accounts Receivable 506,750 350,000 
Stores Inventory 545,933 479,324 

TOTAL AUXILIARY SERVICES 8,153,530 8,195,815 

Total Current Funds $ 46,714,382 $ 50,445,041 

s 
Cash and Temporary Investments (1) $ 717,843 $ 1,364,861 

Group Income Pool Investments (2) 439,405 

Notes Receivable (3) 22,606,602 19,297,045 

Collateral at Bank 25,210 25,210 

$ 23,789,060 $ 20,687,11 

See accompanying notes to Financial Statements. 

14 



EET 
Liabilities an Fund Balances 

June 30, 1973 June 30, 1972 

Cu 

UNRESTRICTED : 
Contingent Fund $ 270,000 $ 170,000 

Stores Inventory 150,000 150,000 

Investment Expense Pay 39,465 37,609 

Fee Refunds (2, 167) (6,749) 

Deferred Revenue 1,492,424 1,361 ,374 

Accrued Fringe Benefits 3,496,104 

Fund Balances : 
Open Requisitions (Includes Accounts Payable) 8 348 803 

' ' 
11 248 123 

' ' - ----
Open Authorizations 6,115,060 7,422,852 --
Fund Balances (5) 1,076,252 52,444 

TOTAL UNRESTRIC ED 20 985 941 20 35,653 

RESTRICTED : 
- - -- -- --

Contingent Fund 85,000 60,000 -- ----
State and Federal Taxes ayable 1,777,552 1,488,455 

- --
Insurance Premium and C ASI Deposits 1,928,130 5,425,327 

-- -- --
Deposits and Revolving A counts 180,292 173,808 -- --
Federal Advance Benefits (189,333) 2,894,144 -- -- -
Temporary Investment Ba ances (6) (525,346) 1,157,807 
Fund Balances: 

Open Requisitions (lncl ~des Accounts Payable) -- 8,514,018 8,343,799 
- t-- --

Open Authorizations 1,323,668 1,106,137 -
Temporary Investment ~eserve 431,358 431 ,358 -- --
Fund Balances 4,049,572 732,738 

TOTAL RESTRICTEC 17,574 911 1 813,573 

AUXILIARY SERVICES: 
- ---

Contingent Fund 25,000 25 ,000 
-

Stores Working Capital 233,787 233,787 
-----

Deposits and Revolving A counts 53,276 51 ,462 
--

Deferred Revenue 844,947 866,850 
--

Fund Balances 
Open Requisitions (lncl des Accounts Payable) 1,049,225 1,116,082 
Open Authorizations 257,628 386,559 ---
Food Store Reserves 230,000 230,000 -
Fund Balances 5,459,667 5,286,075 

TOTAL AUXILIARY S RVICES 8,153,530 8,195,815 

Total Current Funds $ 46,714,382 $ 50,445,041 

Student Loan Funds: 
Loan Funds 23,786,560 20,684,616 
Reserve for Loan Funds (7) 2,500 2,500 

Total Student Loan Fl nds $ 23,789,060 $ 20,687,116 

See accompanying notes to F inancial Statements. 
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BALANCE SHEET 
Assets 

June 30, 1973 June 30, 1972 

~imil~r l=1.111dS: 

ENDOWMENT FUNDS: 
Cash $ (296,108) $ 390,375 
Investments 85,534,452 92,413,761 

TOTAL ENDOWMENT FUNDS -,2..., ,v ... , , ... 
ANNUITY FUNDS 

Cash 9,203 4,773 
Investments (8) 388,392 402,852 

TOTAL ANNUITY FUNDS 39 95 

Total Endowment and Similar Funds $ 85,635,939 $ 93,211,761 

~ ...... 
UNEXPENDED: 

Cash and Temporary Investments (1) $ 20,945,467 $ 32,024,424 
Group Income Pool Investments (2) 17,090,000 -0-
Accounts Receivable 41,103 65,456 
Anticipated Income 77,540,190 81,711,123 
Anticipated Income- Notes and Bonds Payable 3,319,626 

TOTAL UNEXPENDED 115,616,760 

REPAIRS AND REPLACEMENT: 
Assets Held by Trustee 1,787,239 1,478,397 

RETIREMENT OF INDEBTEDNESS: 
Cash 3,030 
Assets Held by Trustee 1,735,749 

TOTAL RETIREMENT OF INDEBTEDNESS 7 

s $ 119,262,469 $ 120,337,805 

In e tment in Plant: 

Land $ 22,155,946 $ 19,839,933 
Buildings 334,960,860 289,758,331 
Improvements other than Buildings 21,708,126 19,137,980 
Equipment 106,331 ,330 97,196,724 
Museum Collections 3,672,338 3,440,400 
Library and Reference Books 22,284,405 20,310,920 

Livestock 908,035 637,594 

o a Plant Investment $ 512,0' 1,040 $ 450, 2, 

en ·F•mds: 

Cash $ (4,462) $ -0-

Investments 356,234 292,529 

Total Agency Funds $ 351,772 $ 2,52 

See accompanying notes to Financial Statements. 
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BALANCE s ~EET 
Liabilities an~ ~Fund Balances 

June 30, 1973 June 30, 1972 

Endowment and Similar Fun< s 

ENDOWMENT FUNDS: 
Fund Balances: 

Permanent University und $ 46,391,306 $ 50,394,824 
Group Investment Fun~ 35,829,831 36,949,204 
Separately Invested F nds 3,017,207 5,460,108 

Total Endowment Ft nds 85,238,344 92,804,136 
ANNUITY FUNDS: 

Fund Balances 397,595 407,625 

UlGI I U nent ar d Similar Funds $ u .. $ 93 

UNEXPENDED: 
Notes Payable $ 434,385 $ 1,413,110 
Bonds Payable 1,790,488 1,906,516 
Fund Balances: 

Open Requisitions 32,769,201 52,328,105 
Open Authorizations 3,525,074 4,118,654 
Reserve for Certificate 1,694,907 3,222,496 
Fund Balances 75 402 705 

' ' 
54131748 

' I 

TOTAL UNEXPENDED 16 '6 ·• !0,6'!9 

REPAIRS AND REPLACEM NT: 
Fund Balances 1,787,239 1,478,397 

RETIREMENT OF INDEBTE DNESS: 
Fund Balances 1,858,470 1,738,779 

... ' I 11 F;.rnds $ $ ,8 

lnve1.•• f 

Notes Payable $ 7,622,763 $ 9,352,730 
Bonds Payable 22,861,512 20,839,484 
Net Investment in Plant 481,536,765 420,129,668 

Total Plant lnvestme ~t $ 512,021,040 $ 450,321,882 

Agency Fun•. 
Deposits Held in Custody for Others 351,772 292,529 

Total A\lency Funds $ 351."ry2 $ 92152 

See accompanying notes to inancial Statements. 
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Statement of Changes . cu rl Current Funds 
""' 

Year Ended June 30, 1973 
Auxiliary 
... . rvices 

STUDENT FEES $ 28,852,974 $ 443,074 $ 
Other Additions PUBLIC APPROPRIATIONS State Maintenance 82,120,876 

State Specials 21,913,270 
State Specials - Plant 
Federal 6,658,105 

SALES, SERVICES AND MISCELLANEOUS INCOME 17,344,994 39,675,170 
ENDOWMENT INCOME 1,426,142 
CONTRACTS, GIFTS AND GRANTS: Research 38,643,294 

Instruction, Pub I ic Service 26,274,267 
Other Sources 774,341 

AUXILIARY SERVICES 38,670,002 
INTERCOLLEGIATE ATHLETICS - ALL CAMPUSES 2,184,503 
STUDENT AID : Gifts and Grants 10,137,486 

Endowment Income 170,178 
STUDENT LOAN FUNDS : Gifts 

Interest Income 
ENDOWMENT FUNDS : Gifts 

Earnings Reinvested 
Ad justments 

PLANT FUNDS OTHER THAN STATE : Unrestricted 
Restricted 

BONDS ISSUED 
NOTES ISSUED 

128,318,844 146,115,327 40,854,505 

Expenditures CURRENT FUND EXPENDITURES: Salaries and Wages 87,930,996 75,669,681 12,929,406 
and Other Supplies and Expense 38,670,580 59,232,119 23,045,171 
Deductions Equipment 1,895,961 4,844,324 621 ,827 

Other 1,294,566 233,648 175,661 
LOAN CANCELLATIONS- OTHER DEDUCTIONS 
ANNUITY DEDUCTIONS AND PAYMENTS 
PLANT FUNDS: Unrestricted 

State Appropriations 
Auxiliary Services 
Other Restricted 
Retirement of Indebtedness 

2 92,103 139,979,n2 36,n2,065 

Transfers and TRANSFERS TO CURRENT TO PROVIDE FOR 
Ad!ustments INTEREST ON INDEBTEDNESS 

TRANSFERS BETWEEN FUNDS- ADDITIONS (DEDUCTIONS) (1 ,911 ,691) (2,523,801) (4,104,636) 
INCREASE IN ANTICIPATED INCOME-
OTHER ADJUSTMENTS AND CORRECTIONS (9) 201,646 92,830 

$ 83,30 ) 3 704,584 {22,196) 

Fund Balances at 
Beginninq of the Year $ 18,723,419 $ 10,614,032 $ 7,018,716 
Fund Balances at 
End of the Year $ 15,540,115 $ 14,318,616 $ 6,996,520 

Detail of Balan ENCUMBRANCES $ 14,463,863 $ 9,837,686 $ 1,306,853 
at End of the Y r FOOD STORES 230,000 

TEMPORARY INVESTMENTS 431,358 
UNOBLIGATED ALLOTMENTS 37,479 4,000,663 4,133,253 

UNALLOTTED FUNDS 1,274 48,909 1,326,414 

DESIGNATED BALANCES 1,037,499 

ANTICIPATED INCOME 

14 318.616 6, 96, 

See accompanying notes to Financial Statements. 
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Plant Funds 

En de wment Equipment, Net 
Student and !similar Annuity Repairs and Retirement of Investment 
an Funds F ~nds Funds Jnexpende Replacemen debtednesl Plant 

--
$ $ $ $ $ $ $ 

- -- -- --

35,653,855 

-- -------

-

-
3,004,779 

263,606 
2 347,306 

147,524 14,272 
(9155,002) 

330,859 -
12,747,358 93,820 114,141 

--
2,300,000 
4,247,998 

3,268,385 (6 660,172) 14,272 93,820 114,141 

7,362,112 
1,703,875 

525,981 
25 ,102 

561 ,346 294,065 
33,855 ,688 32,861 ,683 

4,951 ,333 4,224,016 --
12,188,653 12,238,625 --
6,956,689 394100 

525,981 25,102 0' :94 uOO 58,684,376 

(934,551) 
(56,768) 920,103) 800 8,901 ,627 215,022 1 ,334, 101 

(4,170,934) 
416,307 14,483 318,703 3,014,782 

$ $ l 51 $ (10,030) $ $ 308,842 $ 119,691 $ tJ 01 

$ 20.687.117 $ 92 804.136 $ 407.625 $ 113.801.003 s 1.478.397 $ 1.738.779 $ 450.321.882 

23.789 0 .238.3• 17.595 6. 1 .2 ~ '•'•8.4 2.021.04 

$ $ $ $ 37,803,978 $ $ $ 

(5,917,495) 

23,789,060 85 238,344 397,595 6,190,087 1,787,239 1,858,470 512,021 ,040 
77,540,190 

... 
' 

. $ 1.7 .3! i8.470 S12 021040 

See accompanying notes tc Financial Statements. 
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Statement of Current Funds Revenues 
n nrfit " '"' 1 Other Changes 

Year Ended June 30, 1973 

June 30, 1973 June 30. 1972 

Unrestricted Restricted Total Total 

R ' 

EDUCATIONAL AND GENERAL : 
Student Tuit ion and Fees $ 28,852,974 $ 443,074 $ 29,296,048 $ 28,251 ,985 
Government Appropriat ions : 

State 82,120,876 21 ,913,270 104,034,146 98,729,666 
Federal 6,658,105 6,658,105 5,653,365 

Sal es, Services of Educational 
Departments 17,344,994 39,675,170 57,020,164 50,325,201 

Endowment Income 1,426,142 1,426,142 1,062,040 
Contracts, Gifts and Grants: 

Sponsored Research 38,643,294 38,643,294 33,662,847 
Other Current Purposes 26,274,267 26,274,267 22,868,353 

Other Sources 774,341 774,341 817,216 

TOTAL EDUCATIONAL & GENERAL .. 3&,our, ~ " 4 

Auxiliary Services $ 40,854,505 $ $ 40,854,505 $ 38,403,003 
Student Aid : 

Gifts and Grants 10,137,486 10,137,486 7,597,996 
Endowment Income (1 0) 170,178 170,178 476,185 

I Ulll:ll $ 169,173,349 $ 14fJ, I I ,~,r $ 31 &,.2oC>,o 76 $ 2~f,O'ff,O;Jf 

EDUCATIONAL AND GENERAL: 
General Administration $ 5,767,932 $ 817,311 $ 6,585 ,243 $ 5,879,677 
General Expense 5,613,343 550,785 6,164,128 5,401 ,225 
Instruction & Departmental Research 69,598,637 25,982,398 95,581 ,035 83,165,250 
Libraries 4,851 ,628 1,043,124 5,894,752 5,221 ,912 
Organized Activities Relating to 

Instructional Departments 5,837,173 37,414,994 43,252,167 38,264,366 
Extension and Public Service 7,863,454 18,627,542 26,490,996 23,925,616 
Budgeted and Sponsored Research 4,618,747 45 ,530,331 50,149,078 44,557,695 
Physical Plant Operations 19,482,043 484,299 19,966,342 16,753,303 
Student Services 5,551,863 351 ,057 5,902,920 5,332,140 

TOTAL EDUCATIONAL & GENERAL 
,. 

2 .. 2 

Auxiliary Services {11) $ 36,506,846 $ 126,501 $ 36,633,347 $ 34,731 ,001 

Student Aid 872,502 9,051 ,430 9,923,932 8,403,818 

nonrf: · -- s I001;JO'f, 1'00 s $ 27'., 

Transfers, Increases (Decreases) 
in Obligations and other 
Adjustments $ 2,609,181 $ 6,135,555 $ 8,744,736 $ 16,211 ,854 

See accompanying notes to Financial Statements. 
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Stu ent Aid Funds 

1968-69 1 

$10.9 

Expenditures 1968-1973 
ars) 

The University provides financial assistance to students 
in several forms including scholarships, fellowships, 
loans, and part-time employment opportunities. 

According to a report issued by the Office of Student 
Financial Aid, total direct aid throughout the entire 
University grew from $18.8 million in 1971-72 to $19.7 
million for the fiscal year ending June 30, 1973. (This 
does not include an additional estimated $19 million 
provided each of those years through part-time student 
employment opportunities at the University.) Over half 
these aid funds, however, were in the form of 
federally guaranteed student loans. More students are 
finding it necessary to borrow increasingly large 
amounts of money to complete their education. In 
addition, more students are taking part-time jobs: a 
recent national survey indicated that about one third 
of college freshmen now have part-time jobs, up from 
only one fifth a few years ago. 

The $19.7 million granted or loaned to students during 
the year (an increase of only 5 percent over 1971-72 
aid) is a sizable amount. In fact, this amount equals 
approximately two thirds the total tuition money the 
University collects. But tuition is only a part of 
educational expenses-room and board and books are 
the other major items. In terms of the total Uni
versity-wide picture, tuition income and the amount 
of aid made available each rose by about $1 million 
total. This meant, in effect, that no additional aid was 
available to students over and above tuition payments. 
In other words, while increases in aid covered 
increases in tuition, the total aid available did not 
increase enough to cover any other increasing costs 
faced by students (viewed as a group, not indi
vidually). This meant that many students were on 
tighter budgets, had to look for part-time job 
supplements, or-if possible-had to borrow more. 

The level of student indebtedness continues to be a 
source of concern to University officials. A 1971 
survey showed graduating seniors had average debts 
of $2,068, with some cases running much higher. 

The burdens placed on individual students by rising 
educational and related costs continue to be an 
important factor in considering both financial aid 
programs and possible tuition increases. If aid does 
not keep pace with the rising costs, more and more 
potential college students will find themselves unable 
to attend. For this reason, the University has attempt
ed to keep tuition increases to a minimum even 
though increased tuition rates would generate greatly 
needed income to cover rapidly rising educational 
costs. 
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Endowment 
Funds 

Endowment Value 1968-1973 (In millions of dollars) 

Fund 

University Fund 

II Group Fund 

II Separately 
Invested Funds 

Totals 

1968-69 1969-70 1970-71 1971-72 1972-73 

$83.3 $67.1 $81.6 $93.2 $85.6 

" In this and subsequent years, the market value is given. Previously, the 

University had listed book values on endowment funds. 
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Building 
Program 

Endowment funds of the University are segregated into 
three separate pools for administrative control and 
investment management. Almost all investment decisions 
are made by professional investment managers--a 
pol icy authorized by the Regents at the end of 1969. 

During the fiscal year 1972-73, the situation in the 
stock market and the bond market was particularly 
difficult, and the net return on the University's 
portfolios was, as would be expected, less than the 
long-term goal of 9 to 10 percent annually. However, 
total return since the inception of the new program 
continues to approximate its objectives, and 
performance of the portfolios during the past year is 
not outside the expected range placed on the 
accounts. 

It should be noted that despite relatively good 
performance over the past three and a half years the 
University's endowment portfolios do not show an 
acceptable level of return over longer periods--a 
factor which was paramount in the Regents' 1969 
decision. 

The largest of the endowment portfolios is the 
Permanent University Fund, which showed a market 
value of $46.4 million on June 30, 1973, and a net mar
ket decline of 8 percent in the fiscal year. 

The Group Investment Fund declined 8 percent, with 
a market value of $35.8 million, and the Separately 
Invested Funds increased 1 percent, showing a mar
ket value of $3.0 million at year-end . 

Despite the difficult year, those in charge of University 
investments are convinced that the program is evolving 
as expected, and that over the years the University 
will be well-served by the efforts of the past few 
years. 

Expenditures of Plant Funds (used exclusively for 
building and remodeling) totaled $51,557,019 in 1972-73, 
up from $45,962,659 the previous year. 

The State of Minnesota continued to provide the 
largest portion of these funds, contributing $35.7 
million or about two thirds. Federal support amounted 
to $10.4 million. University sources, including transfers 
from current funds, amounted to $8.3 million, with the 
remaining amounts expended coming from trust funds. 

Again, the Health Sciences expansion accounted for a 
major share of these expenditures. Over $22.9 million 
was expended on Unit A of the Health Sciences 
complex, bringing it near completion. 
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Other expenditures on buildings brought the 
Minneapolis total to $31.7 million and the St. Paul 
total to $7.3 million, for a grand total of $39.0 million 
expended on the Twin Cities campus. The Duluth 
campus total was $6.6 million, the Morris total $3.2 
million , and another $2.8 million was expended at 
Crookston, Waseca, and various branch stations. 

Major Minneapolis building expenditures included $1.0 
million on the Rarig Center for the Performing Arts, 
$1.3 million on the West Bank Auditorium Classroom 
Building, and $1.0 million to complete an addition to 
Elliott Hall. 

In St. Paul, major projects included $2.0 million 
expended on the Biological Sciences Center and $1.3 
million on the Meats Processing Laboratory. 

New building expenditures at Duluth included $1.8 
million for the Reception Center for Residence Halls 
Food Services, about $1.1 million on the Theatre 
Building, and approximately $1.2 million each on 
student housing and a classroom and laboratory 
building. 

The major expenditures at Morris were $2.0 million for 
Phase I of the Humanities Building and $.7 million on 
physical education facilities. 

Remodeling and improvements to Kiehle Hall at 
Crookston were one of the major expenditures there, 
while improvements made on the Learning Resource 
Center at Waseca constituted the major expenditure at 
Waseca. 

Detail of Plant Fund Expendi 

Minneapolis 
St. Paul 
Duluth 
Morris 
Crookston, Waseca & 
Branch Stations 

Land Value 

Minneapolis 
St. Paul 
Duluth 
Morris 
Crookston 
Waseca 
Branch Stations 

1972-73 
$31,706,717 

7,319,959 
6,601,018 
3,157,421 

2,771,904 

1971-72 
$26,462,382 

10,093,378 
3,977,139 
2,467,995 

2,961,765 

$ 18,502,351 
1,712,806 

293,629 
169,859 
234,580 
160,291 
980,205 

$ 



Other Capital Assets 

Capital Assets 
Detail of Building Valuation 

(by locatio 
Minneapolis 
St. Paul 
Duluth 
Morris 
Crookston 
Waseca 
Rosemount Research Center 
Off-Campus Bu ildings 
Branch Stations 

Livestock 

$ 908,034 

Ori inal Cost 

$207,870,365 
58,827,136 
33,509,619 
15,699,967 
4,790,450 
3,776,700 

779,146 
3,067,169 
6,640,308 

Total bv 
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NOTES TO 
FINANCIAL STATEMENTS 

(1) Amounts shown as Cash and Temporary 
Investments represent the respective equities of the 
several funds in an undivided cash and securities 
pool , which had a market value of : 

J e"" 

$ 

This pool was divided in fiscal 1973 to indicate 
differences in available cash and investment pol icy. 
The Temporary Pool is primarily operating balances 
and is invested primarily in short term securities which 
mature in less than one year, most within 90 days. 

(2) The Group Income Pool is made up of funds 
designated for specific purposes, such as expansion 
and remodeling of dormitories. These funds are usually 
accumulated over a period of years, and investments 
in this pool are generally longer term than those in 
the Temporary Pool. Amounts shown as Invested in 
Group Income Pool represent the respective equit ies of 
the several funds in an undivided cash and securities 
pool that had a market value on June 30, 1973, of 
$30,354,975. 

(3) Includes adj ustment in the amount of $104,698 due 
to duplication of receipts . 

(4) In fiscal1973, accounting for insurance payments 
was changed to include accrual of expenses. 

(5) The amount for June 30, 1973, includes a reserve 
for insurance premium payments in the amount of 
$1 ,037,499. 

(6) This amount is an adjustment to market value 
influenced by the amount available for investment. 

(7) Reserve for Loan Funds does not reflect funds in 
the amount of $352,698 invested in the Group 
Investment Pool. 

(8) Endowment Funds are carried at market value 
except for a minor amount of assets held by the 
University for which a market value is not readily 
available and which are presumed to be at market 
value. A detailed listing of the assets is available on 
request. Endowments are reduced by a mortgage 
payable in amount of $37,750.07. 

(9) These amounts, except for net investment in Plant, 
are primarily due to entries made on an incorrect 
type of document, which resulted in an inconsistency 
with the computer program. The entries have been 
identified and reconciled. 

(1 0) The amount for 1972-73 was adversely affected 
by a transfer in amount of $259,910.55. 

(11) Funds in the amount of $265,219 were expended 
in other categories. 
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